BEFORE THE PUBLI C SERVI CE COVMM SSI ON

OF THE STATE OF DELAWARE

IN THE MATTER OF THE APPLI CATI ON OF
DELMARVA POVER & LI GHT COVPANY

FOR APPROVAL OF MODI FI CATI ONS

TO I TS GAS COST RATES

(FI LED AUGUST 31, 2010)

PSC DOCKET NO. 10-295F

N N N N N

ORDER NO. 7848

AND NOW, this 4th day of Cctober, 2010:
1. Cn August 31, 2010, pursuant to 26 Del. C 88304 and 306,
Del marva Power & Light Conpany (“Delmarva” or “the Conpany”) filed
with the Delaware Public Service Conmission (the “Commission”) an
application (the “Application”) regarding the annual establishnent of
its gas cost rates ("CCR') for Gas Cost Year (“GCY’) 2010-2011.
According to the Application, pursuant to the fornula for establishing
the GCR in Delmarva’s natural gas tariff, the GCR would increase this

year as foll ows:

Rat e Schedul es Current Pr oposed Change from Current
RG GG G 93. 959¢/ ccf 103. 738¢/ ccf 9. 779¢/ ccf

LVG and WG $9. 5152/ Mcf  of $12. 0266/ MCF $2. 5114/ MCF of MDG
Denmand VDG of MDC

Non- El ecti ng MG $7.9076/ Mcf $8. 5507/ Mcf $0. 6431/ Mcf
Commodi ty

LVG and El ecting | Varies Monthly |Varies Mnthly N A

MVG Commodi ty

Under the tariff formula for establishing GCR rates, a residential
space heating custoner wusing 120 ccf in a wnter nonth would
experience an increase of $11.74, or 6.9% in his total bill.
Commercial and industrial customers would experience increases ranging

from3.9%to 8.2%
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2. Section 303(b) of the Public Utilities Act of 1974 contains
a procedure whereby public utilities submt annual applications to
adjust the level of fuel costs included in rates. That section
further provides that the fuel costs are reconciled from year to year
so that the utility recovers only the anount spent on fuel and no
nmore. The Conpany’s tariff contains a simlar provision and a fornula
for reconciling over- or under-recoveries of gas costs from a
precedi ng year.

3. According to Delmarva, the reason for the increase in this
case is to reconcile the forecasted $24.5 mllion underrecovery of gas
costs from GCY 2009-2010, conprised of the followi ng conponents:

- Begi nning bal ance variance of $3.9 mllion;

- Demand revenue shortfall of $1.1 mllion;

- Commodity revenue shortfall of $6.1 mllion;

- Demand cost variance of $500, 000;

- Commodity cost variance of $9 mllion; and

- Demand revenue credit variance of $3.9 mllion.

4. In its Application for the upcom ng 2010 to 2011 GCR year,
however, Del marva does not request to recover the entire underrecovery
in one year as set forth in the tariff. Instead, for the purpose of
mtigating the burden upon its natural gas customers during the
current econony, Delmarva has proposed to recover this shortfall over
two vyears. Under Delmarva’'s proposal (the “mtigation nechanisni),

the gas cost rates for GCY 2010-2011 would be as foll ows:

Rat e Schedul es Current Pr oposed Change from Current
RG GG G 93. 959¢/ ccf 94. 042¢/ ccf 0. 083¢/ ccf
LVG and WG $9. 5152/ Mef  of $12. 0266/ MCF $2.5114/ MCF of MDQ
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Denmand VDC of MDC

Non- El ecti ng WG $7.9076/ Mcf $7. 5811/ Mcf ($0. 3265) / Mcf
Commodi ty

LVG and El ecting | Varies Monthly | Varies Mnthly N A

MG Conmodi ty

Under the proposed mtigation mechanisn residential space heating
custoners using 120 ccf in a winter nonth woul d experience an increase
of $0.10, or 0.1% in their total bill, rather than an increase of
$11.74, or 6.9% that would occur wunder the tariff fornula. GG
custoners would experience either no change or an approximate 0.1%
increase in their total bills. Non-el ecting MG custoners would
experience a change in their total nonthly bills ranging froma 0.1%
increase to a 2.3% decrease, depending on |oad and usage
characteristics.

5. In addition, the Application requests approval of the
Conmpany’s proposal to reconcile and true-up actual versus estinmated
mont hly Commodity Cost Rate assignments for sales under the LVG and
“el ecting” MG Service C assifications.

6. On  Septenber 21, 2010, the Conmpany filed a letter
application requesting a waiver of its tariff provisions regarding
annual reconciliation of over- or under-recoveries of gas costs in
order to inplement its proposed mtigation nechanisn (the “Waiver
Application”). In the Waiver Application, the Conpany explained the
reasons for the variances and shortfalls, many of which had to do with
| ower -t han-forecast sales as a result of the depressed econony, warmer
than expected weather, costs that were higher than forecast, and

hedges nmade under the previous hedging program (not the one approved
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in Docket No. 09-385F that is currently being inplenented). (See
Wai ver Application and 2-3).

7. The Commi ssion has determ ned, pursuant to 26 Del. C. 88304
and 306, that the nitigation mechanisn should be permitted to becone
effective for usage on and after November 1, 2010, with proration and
subject to refund, pending the Conm ssion’s further review and final
deci si on;

NOW THEREFCORE, | T | S HEREBY ORDERED BY THE AFFI RVATI VE VOTE OF NOT
FEVWER THAN THREE COWMM SSI ONERS:

1. That pursuant to 26 Del. C.88303(b), 88304 and 306, the
following proposed changes to Delmarva Power & Light Conpany’s GCR
rates, and the acconpanying proposed tariff revisions set forth in the
Application, are permtted to becone effective for natural gas usage
on or after Novenber 1, 2010, with proration and subject to refund

pendi ng the Conmi ssion’s final decision:

Rat e Schedul es Current Pr oposed Change from Current
RG GG G 93. 959¢/ ccf 94. 042¢/ ccf 0. 083¢/ ccf

LVG and MG $9. 5152/ Mcf  of $12. 0266/ MCF $2. 5114/ MCF of MDG
Denmand VDG of MDC

Non- El ecti ng MG $7.9076/ Mcf $7.5811/ Mcf ($0. 3265) / Mcf
Commodi ty

LVG and El ecting | Varies Monthly |Varies Mnthly N A

MVG Comodi ty

2. That Del marva Power & Light Conpany’'s request for a waiver
of its tariff provision is GRANTED.

3. That Ruth Ann Price is designated as the Hearing Exam ner
for this docket pursuant to 26 Del. C. 8502 and 29 Del. C. ch. 101.
Hearing Exanminer Price shall schedule and conduct such public

evidentiary hearings as may be necessary or appropriate to develop a
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full and conplete record concerning this matter, and shall thereafter
report to the Commission her proposed findings and reconmendations
based on the evidence presented. Pursuant to 26 Del. C. 8102A and
Rule 21 of the Rules of Practice and Procedure, Hearing Exam ner Price
is delegated the authority to grant or deny petitions to intervene and
to determne the content, form and manner of any further notice in
this mtter. The deadline for petitions to intervene shall be
Novenber 4, 2010. Petitions received after that date wll not be
consi der ed.

4. That Delnarva Power & Light Conpany shall give public
notice of the filing of this application with the proposed rate
changes and this action by the Conm ssion, by publishing notice in the
form attached hereto as Exhibit “A” in two-colum fornmat, outlined in

black, in the legal classified section of The News Journal newspaper

on Wednesday, OCctober 13 and Thursday, Cctober 14, 2010. Del mar va
Power & Light Conpany shall subnit proof of such publication as soon
as possible, but no later than the comrencenent of the evidentiary
hearings concerning this nmatter.

5. That Delnmarva Power & Light Conpany is hereby placed on
notice that it wll be charged the costs incurred in connection wth
this proceedi ng under the provisions of 26 Del. C. 8114(b)(1).

6. That the Comnrission reserves the jurisdiction and authority
to enter such further Orders in this matter as nay be deened necessary

or proper.
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BY ORDER OF THE COWMM SSI ON:

Chair

/s/ Joann T. Conaway

Conm ssi oner

/s/ Jaynes B. Lester

Conmi ssi oner

/s/ Dallas Wnslow

Conmi ssi oner

/sl Jeffrey J. dark

Conm ssi oner

ATTEST:

/sl Alisa Carrow Bentl ey
Secretary
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PUBLI C NCTI CE

TO  ALL NATURAL GAS CUSTOVERS OF DELMARVA POVER &
LI GHT COVPANY AND OTHER | NTERESTED PERSONS

Pursuant to 26 Del. C 88304 and 306, Delnmarva Power & Light
Conmpany (“Del marva” or “the Conpany”), has filed an application (the
“Application”) wth the Delaware Public Service Conmssion (“the
Conmi ssion”) seeking to increase its gas cost rates for Gas Cost Year
(“GCY") 2010-2011 as foll ows.

Proposed GCR Rat es

Rat e Schedul es Current Pr oposed Change from Current
RG GG G 93. 959¢/ ccf 94. 042¢/ ccf 0. 083¢/ ccf

LVG and MG $9. 5152/ Mcf  of $12. 0266/ MCF $2. 5114/ MCF of MDG
Denmand VDG of MDC

Non- El ecti ng MG $7.9076/ Mcf $7.5811/ Mcf ($0. 3265) / Mcf
Commodi ty

LVG and El ecting | Varies Monthly |Varies Mnthly N A

MVG Commodi ty

Under the proposed rates, residential space heating custoners
using 120 ccf in a winter nonth woul d experience an increase of $0.10,
or 0.1% in their total bill. GG custoners woul d experience either no
change or an approximate 0.1% increase in their total bills. Non-

electing MVG custoners would experience a change in their total




nmonthly bills ranging from a 0.1% increase to a 2.3% decrease,
dependi ng on | oad and usage characteristics. The rates as proposed by
Del marva involve a two year anortization (or spreading) of a
forecasted $24.5 mllion underrecovery of gas costs from GCY 2009-
2010.

Section 303(b) of the Public Uilities Act of 1974 contains a
procedure whereby public wutilities submt annual applications to
adjust the level of fuel <costs included in rates. That section
further provides that the fuel costs are reconciled from year to year
so that the utility recovers only the anount spent on fuel and no
nore. The Conpany’'s tariff contains a sinmlar provision and a fornula
for reconciling over- or under-recoveries of gas costs from a
precedi ng year. If Delmarva’s request to spread the recovery over a
two year period is not approved, the standard one-year recovery would
apply. Standard recovery would result in rates as follows.

Standard Gas Cost Recovery (“GCR’) Rates

Rat e Schedul es Current Pr oposed Change from Current
RG GG G 93. 959¢/ ccf 103. 738¢/ ccf 9. 779¢/ ccf

LVG and WG $9. 5152/ Mcf  of $12. 0266/ MCF $2. 5114/ MCF of MDG
Denmand VDG of MDC

Non- El ecti ng MG $7.9076/ Mcf $8. 5507/ Mcf $0. 6431/ Mcf
Commodi ty

LVG and El ecting | Varies Monthly |Varies Mnthly N A

MVG Commodi ty

Under the standard rates, a residential space heating custoner
using 120 ccf in a winter nonth would experience an increase of
$11.74, or 6.9% in his total bill. Commercial and industrial

custoners woul d experience increases ranging from3.9%to 8.2%




In addition, the Application requests approval of the Conpany’s
proposal to reconcile and true-up actual versus estinated nonthly
Commodity Cost Rate assignnments for sales under the LVG and “el ecting”
MG Service C assifications.

On Septenber 21, 2010, the Conpany filed a letter application
requesting the Comrission to waive Delmarva’s tariff provisions
requi ring annual reconciliation of gas cost over- or under-recoveri es,
in order for it to place the two-year cost spreading nitigation
nmechanisminto effect on Novenber 1, 2010, with proration and subject
to refund, pending the Conmm ssion’s investigation and deternination

The Comni ssion has determined that it will waive the provision of
the Conmpany’'s tariff requiring annual reconciliation of gas cost over-
or under-recoveries for this docket and that it wll permt the
Company’ s proposed two-year spreading mtigation nechanism to becone
ef fective on Novenber 1, 2010, with proration and subject to refund
and pending the conpletion of evidentiary hearings and any other
further proceedings that nay be deenmed necessary. A Hearing Exam ner
of the Conmm ssion will conduct an evidentiary hearing, to be schedul ed
at a later date, concerning this application. The Conmm ssion’s final
decision will be based on the evidence presented at such hearing.

Any person, group or entity desiring to participate fornmally as a
party in this docket, with the right to submt evidence and to be
represented by counsel, nust petition the Commssion for and be
granted leave to intervene in the proceedings in accordance with Rule

21 of the Comm ssion’'s Rules of Practice and Procedure. To be tinely,



all such petitions nmust be filed with the Conmssion at 861 Silver
Lake Boul evard, Cannon Building, Suite 100, Dover, Delaware 19904
(Attn: PSC Dkt. No. 10-295F) on or before Novenber 4, 2010. Petitions
recei ved thereafter will not be considered.

Copies of the Conpany’'s application and its testinony and
schedul es are available for public inspection during normal business
hours at the Comm ssion’s Dover office at the address set out above
The materials may also be reviewed by appointnent at the offices of
the Division of the Public Advocate, Fourth Floor, Carvel State Ofice
Buil ding, 820 North French Street, WImnmington, Delaware. Pl ease cal
(302) 577-5077 to schedul e an appoi nt nment.

Any individual with a disability desiring to participate in these
proceedings or to review the filings should contact the Commi ssion to
di scuss any aids or services that mght be needed. The Conmi ssi on
Staff can also provide nore information about this matter. The
Commi ssion’s toll-free tel ephone nunber within Delaware is 1-800-282-
8574. The Conmmi ssion may be reached at (302) 736-7500 (including text
t el ephone communications). Ilnquiries my be sent to the Conmm ssion by

Internet e-mail addressed to “courtney. stewart @tate. de. us.”



